L SCIENCES yy 


INTERNATIONAL 
Financial News Survéy”™ 


Volume V, No. 35 . 


INTERNATIONAL MONETARY FUND . 


PUBLIC 


¢ 


March 13, 1953 


Brazilian Purchase from the Fund 


The Government of Brazil on March 9 purchased 
US$18,750,000 from the International Monetary Fund 
with the equivalent in Brazilian cruzeiros. Brazil’s pre- 
vious purchases from the Fund amounted to the equiva- 
lent of US$103,000,000. Since June 1, 1952, repurchase 


payments totaling $84,250,000 have been made by Brazil, 
including $18,750,000 paid on February 17, 1953 in 
accordance with a prior arrangement with the Fund. 
Source: International Monetary Fund, Press Release 


No. 198, Washington, D. C., March 9, 1953. 


U.S.-British Economic Talks 


Representatives of the United States and the United 
Kingdom on March 7 concluded their discussions on 
measures for creating the economic and financial con- 
ditions under which the countries of the free world may 
be better able to earn their own living by their own in- 
dustry. These conversations were informal and raised 
questions on which it was understood in advance that no 
commitments would be made. 


The U.K. representatives explained the suggestions 
which emerged from the conference of Commonwealth 
Prime Ministers, held in London in December of last 
year, for measures which might be taken to restore bal- 
ance in the world economy through the channels of 
commerce and to develop, by progressive stages, an 
effective multilateral trade and payments system over 
the widest possible area. These measures would involve 
action by the Commonwealth countries, the United States, 
the countries of continental Western Europe, and the 
countries that are members of existing international 
trade and financial institutions. 


The discussions covered the internal and international 
conditions which would have to be established in order 
that each country might enjoy the human and material 
benefits of freer and dependable currencies and a larger 
volume of trade and commerce. They also included a 
review of the over-all economic and fiscal situation of 
the United States. Note was taken of the significant 
U.S. defense expenditures overseas, including offshore 
purchases. 

From these conversations, certain conclusions have 
emerged: There is full agreement between the two Gov- 
ernments that the solution of the economic problems of 
the free world is vital to its security and well-being. They 
also agree that the essential elements of a workable and 
productive economic system within the free world should 
include the following: 

A. Sound Internal Policies. International economic 
policies cannot succeed unless they are based on sound 
internal policies, by debtor as well as creditor countries. 


During the course of the conversations, the U.S. repre- 
sentatives made it clear that the Government of the 
United States welcomes the intention of the Common- 
wealth Governments, expressed in their December com- 
muniqué, to follow the internal financial and economic 
policies needed to achieve a freer exchange of currencies 
and trade. 

B. Freer Trade and Currencies. The freeing and ex- 
pansion of world trade must cover currencies as well as 
trade. On the financial side the objective should be the 
eventual convertibility of sterling and other currencies 
and the gradual removal of restrictions on payments. On 
the trade side the objective should be to bring about the 
relaxation of trade restrictions and discriminations in a 
way which, in the words of President Eisenhower’s State 
of the Union Message, “will recognize the importance of 
profitable and equitable world trade.” It is in the in- 
terest of the United States to take such measures as are 
exemplified in the President’s message in order that the 
members of the free world may the better pay their way 
by their own efforts. 

C. Development. The creation of conditions, both by 
creditor and by debtor countries, which will foster inter- 
national investment and the sound development of the 
resources of the free world. In this connection, the 
Government of the United States emphasized its intention 
to encourage the flow of investment abroad. 


D. Organization. International institutions should be 
constructively used to promote these policies. 


The Government of the United States welcomes the 
initiative taken by the U.K. Government in connection 
with these problems of common concern. The two 
Governments believe that there is reason to hope for 
continued progress toward a better balanced, growing 
world trade and toward the restoration of a multilateral 
system of trade and payments. The nature and scope of 
the measures which may be taken by Governments to 
further such progress, and the timing of such measures, 
will require further study. 
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The Government of the United States will undertake, 
and continue over the next several months, an intensive 
examination and review of the general subjects dis- 
cussed at the present meetings, including the suggestions 
resulting from the Commonwealth Economic Conference, 
and possible alternative suggestions, in order to arrive 
at a sound judgment with respect to the specific courses 
of action which might be taken. The two Governments 
intend to have further discussions with each other, with 
other Governments, and with the international organiza- 
tions concerned, including the Organization for European 
Economic Cooperation. 

Source: Department of State, Press Release, Washington, 
D. C., March 7, 1953. 


Europe 


U.K. Government Views on Economic Policy 


In a speech on March 5, Mr. Eden, the U.K. Foreign 
Secretary, rejected the view that differences in produc- 
tivity between the United States and other parts of the 
world made it impossible to avoid a division of the world 
into economic blocs. “We believe,” he said, “that trade 
can be developed with advantage and a real balance be 
established between nations at different stages of tech- 
nical advance and development.” Mr. Butler, the Chan- 
cellor of the Exchequer, also drew attention to the fact 
that the Commonwealth Economic Conference in De- 
cember (see this News Survey, Vol. V, p. 198) had re- 
jected the idea of seeking extended preferences or putting 
a ringed discriminatory fence around the Commonwealth. 
He added that the United Kingdom wanted “the chance 
of trading commercially with the dollar area, with the 
minimum barriers of tariffs, discrimination in shipping 
policy, ‘Buy-American’ legislation, tied export credits and 
the like”; and that the dollar gap could be bridged either 
by generosity in grant-aid or by determination in freeing 
trade. 

Sources: British Information Services, Press Releases, 
Washington, D. C., March 5, 1953. 


Sterling Area Reserves 

The central gold and dollar reserves of the sterling 
area rose by $125 million in February, to $2,103 million. 
The steady increase in the ordinary sterling area gold 
and dollar surplus with countries outside EPU—shown in 
the table below—is encouraging. (“Special items” in the 
table include U.S. defense aid, receipts under the Katz- 
Gaitskell Agreement, and the payments on United States 
and Canadian loans, the last item having special 
significance in the fourth quarter of 1952.) To a large 
extent, however, the improvement may have been due to 
seasonal factors, the first quarter of the year being the 
period when at least two of the sterling area’s most lucra- 
tive exports, wool and cocoa, are shipped in bulk. A 
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small contribution to the gains in February may also 
have come from the first payments for U.S. offshore 
purchases. 


Ordi- 
Gold nary Average 
Balance Gold and Change 


with Special Dollar in 


EPU Items _ Balance Reserves 
(monthly averages, in millions of 
dollars) 
First quarter 1952..... —3 + 3 —142 —212 | 
Second quarter 1952.... —48 +67 —24 — 5 
Third quarter 1952.... —42 +44 — 2 0 
Fourth quarter 1952... +71 —28 + 10 + 54 
January 1953......... +58 +44 + 30 +132 © 
February 1953........ +18 +33 + 74 +125 


The surplus in the U.K. account in EPU has, however, 


fe 


been falling. Part of this may be due to the fact that | 
figures during the previous few months had been swollen © 
by receipts from last summer’s commodity arbitrage | 


scheme. The small U.K. surpluses in January and Feb- 


ruary do not imply good prospects for the spring and | 
summer months, when seasonal influences, such as tourist | 


expenditures and imports of fruits and vegetables, in- 
crease U.K. payments to the EPU area. The sterling 







cumulative deficit in EPU has fallen to around $850 mil- © 


lion, of which about $275 million has been met by U.K. 
net gold payments and the balance by net credits received 
from EPU. The point has now nearly been reached where 


future U.K. surpluses would earn only 50 per cent in gold | 


repayments, the remaining half being met by a reduction 
in indebtedness to EPU. 


Source: The Times, London, England, March 4, 1953. 


Removal of Belgian Export Tax 

The Belgian Government has abolished its tax on 
exports, effective February 26. This tax, which was im- 
posed in November 1951 and later modified several times, 
applied in general to exports to EPU countries and pro- 
vided for one, two, and three per cent rates (see this 
News Survey, Vol. IV, p. 189, and Vol. V, pp. 43 and 
237). The Government decided to cancel the export tax 
before the scheduled receipts of Bfr 1,100 million were 
reached, in order to encourage Belgian exports; the total 
yielded by the tax has been slightly over Bfr 900 million. 
Sources: Agence Economique et Financiére, Brussels, 

Belgium, February 26 and 27, 1953. 


Netherlands Government Loan 


The Netherlands Government has announced the issue 
of a 200 million guilder (US$53 million) 3.75 per cent 
loan, redeemable in 40 years. The subscription price 
is 99 per cent, and the effective interest rate is 3.85 per 
cent. Expectations are that the loan will be well received 
by the capital market, on which interest rates have shown 
a gradual decline since 1952 (see this News Survey, 
Vol. V, p. 246). For almost two years the Government has 
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not issued long-term bonds; the last preceding loan was 

that of March 1951, which had a maturity of 20 years 

and carried interest at 3.5 per cerit. Shortly after the 

1951 issue, interest rates on the capital market rose 

rather sharply, to 4.5 per cent, but began to decline again 

early in 1952. 

Before the announcement of the new loan, the Minister 
of Finance had stated that rehabilitation necessitated by 
flood damage would be financed primarily by loans. 
Whether there would have to be recourse to counterpart 
funds was a matter to be considered at a later date, but 
such a manner of financing was a purely inflationary 
measure. The Minister tentatively estimated that the 
total budget deficit for 1953 (based on appropriations 
for current and capital expenditures) would grow to 
1,200 million guilders (US$316 million). The original 
estimate, in September 1952, was 492 million guilders, 
but even before the floods it had been revised to 703 
million guilders. 

Sources: The Financial Times, London, England, Feb- 
ruary 21, 1953; De Twentsche Bank N.V., 
Weekbericht, Amsterdam, Netherlands, Febru- 
ary 27, 1953. 

Norwegian Economic Progress 

A comprehensive survey of Norway’s national accounts, 
National Accounts, 1930-1939 and 1946-1951, recently 
published by the Central Bureau of Statistics in Oslo, 
shows that, from the depression year 1931 to the peak of 
postwar prosperity in 1951, the value of the national 
product at constant prices just about doubled; gross 
capital investments rose by 150 per cent; exports in- 
creased by nearly 80 per cent; and private consumption 
rose by over 64 per cent. In the same period, the popu- 
lation increased by 16 per cent, while employment meas- 
ured in man-years rose by 31 per cent. 

The new survey presents a systematic statistical de- 
scription of the national economy and Norway’s trans- 
actions with foreign countries in the period covered, and 
contains valuable information concerning economic devel- 
opment that previously had not been available. More- 
over, it gives, for the first time, a basis for evaluating 
developments in the postwar years against the back- 
ground of the fluctuating conditions of the 1930's. 

In a number of fields the publication throws new light 
on economic questions under debate in recent years. 
Thus, figures on income distribution show clearly that 
there have been major shifts in the shares of the various 
income groups in the national product. In the period 
1938 to 1948 the average private income from labor and 
capital (net) rose by 143 per cent, while wages rose by 
162 per cent. The increases by industries were as fol- 
lows: agriculture 187 per cent; forestry 85 per cent; 
fisheries 259 per cent; liberal professions and personal 
services 137 per cent; and for a large group covering 
owner-incomes in commerce, industry, and shipping 168 





per cent. On the other hand, income from dwellings 
declined by 75 per cent. 

Both savings and investments have been at high levels 
in the postwar years. The average volume of net invest- 
ments since 1947 has been twice that in the depression 
years of 1932 and 1933—years when Norway had, in 
fact, an appreciable export surplus. 

The rate of savings, in terms of percentage of the 
national product, fluctuated widely. Disregarding grants- 
in-aid and other gifts from abroad, the rate of savings 
in most of the postwar years has been between 14 and 16 
per cent; however, it was 20.9 per cent in the record year 
1951. In the six years 1946-51, foreign gifts constituted 
0.7, 0.4, 1.7, 5.1, 7.6, and 2.3 per cent, respectively, of 
the national product. In the prewar period, savings 
reached the highest point in 1937 and 1938, when the 
rate was well over 14 per cent; in other years of that 
period, it fluctuated between 3 and 12 per cent, but in 
1931 it was only 0.3 per cent. 

The publication presents new indices for the net na- 
tional product, measured at constant prices. The follow- 
ing production indices (1938— 100) are given for the 
main branches of the economy in 1951: agriculture 105; 
forestry 90; fisheries 138; mining 47; manufacturing 
170; construction and installation 173; power develop- 
ment and water supply 355; commerce 142; sea trans- 
port 116; other communications 243; various services 

130. The over-all index was 148. 

Sources: Statistisk Sentralbyra, National Accounts, 1930- 
1939 and 1946-1951, Oslo, Norway, 1952; Royal 
Norwegian Information Service, News of Nor- 
way, Washington, D. C., February 19, 1953. 


Swedish Iron Ore Exports 


Total production of Swedish iron ore rose from 16 mil- 
lion tons in 1951 to about 17 million tons in 1952, and 
exports were 15.7 million tons, thus exceeding the 1951 
record high of 15 million tons (the high figure for ex- 
ports in prewar years was 14 million tons, reached in 
1937). The price of iron ore, which had been increasing 
steadily since the outbreak of the Korean war, settled 
during 1952 at a level 80 per cent above the pre-Korea 
price. At SKr 55 (US$10.60) per ton, it was 45 per 
per cent above the 1951 price of SKr 38 ($7.35). The 
total value of iron ore exports increased from SKr 563 
million ($10.9 million) in 1951 to SKr 865 million 
($16.7 million) in 1952. It is expected that both pro- 
duction and exports will increase this year. 

Source: Svenska Dagbladet, Stockholm, Sweden, March 4, 
1953. 


Greek Public Finance 

Greek budgetary revenues from domestic sources for 
the first half of the fiscal year 1952-53 (July-December 
1952) are reported at 2,824 billion drachmas, or 47 per 
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cent of the estimate for the whole fiscal year. Actual 
revenues were less than estimates, except revenues from 
indirect taxes. Particularly pronounced was the dis- 
crepancy between estimated and actual revenues from 
direct taxes. Such revenues amounted to 460 billion 
drachmas in the period July-December 1952 (or 40 per 
cent of the annual estimate) contrasted with 486 billion 
in the same period a year earlier (corresponding to 51 
per cent of the annual estimate). Revenues from foreign 
sources (mostly MSA counterpart funds) amounted to 
290 billion drachmas or about 15 per cent of the annual 
estimate (1,891 billion drachmas). Actual expenditures 
were 3,230 billion drachmas, or 39 per cent of the 8,291 
billion estimated for the complete fiscal year. The defi- 
cit for the first half of the fiscal year was 116 billion 
drachmas, compared with a budgeted deficit for the whole 
year of 399 billion. 


Source: To Vima, Athens, Greece, February 26, 1953. 


Middle East 


Arab Communications Union 


A Communications Union has been established by 
seven Arab countries, to improve the means of com- 
munication and to strengthen cultural and commercial 
relations among the member countries. The Union will 
undertake technical research in its field and will repre- 
sent its members in the International Union. A perma- 
nent council for the Union, to be established in Cairo, 
will hold a conference annually, to exchange views on 
its activities. Wireless stations will be established to 
connect all capitals of Arab member states. Cables will 
be sent through these stations at the rate of 35 U.S. cents 
(gold value) per word. Government messages will be 
charged at 50 per cent of the normal charge, and press 
messages at 70 per cent. 


Source: Al Ahram, Cairo, Egypt, February 13, 1953. 


Amendment of Egyptian Mining Law 


A recent amendment of Egypt’s 1948 Mining and 
Quarrying Law permits foreign, as well as Egyptian, 
companies to exploit the country’s mineral resources. 
Previously, exploring companies had no guarantee that 
they would be able to exploit any newly found oilfields 
and, consequently, oil prospecting in Egypt had been at a 
standstill since 1948. Last year, the Anglo-Egyptian Oil- 
fields and American Socony Vacuum Companies stopped 
prospecting and drilling for new wells. 

Under the amended law, discovery permits, which will 
be issued for three months, will define specified areas. 
Exploitation royalties are fixed at 20 per cent for pre- 
cious stones and 5 per cent of the sale price for other 
products. Petrol prospecting permits will be issued for a 
four-year period, renewable only if a prospecting team 
is working continuously. Egyptian refineries will have 
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priority. Prospecting in the western desert region is 
encouraged by special rent and royalty terms. Special 
treatment will be given to firms exploiting the iron ore 
deposits near Aswan. 

As a result of the amendment, the Anglo-Egyptian Oil- 
fields Company hopes to resume its search for oil. At 
present, domestic oil production provides only about two 
thirds of Egypt’s needs. It is expected that, unless new 
fields are brought into production, Egypt may, by 1956, 
become dependent on imports for about 70 per cent of its 
requirements at a cost of about LE 30 million, compared 
with the present cost of LE 17 million. 

Sources: Al Ahram, Cairo, Egypt, February 20, 1953; 
The Financial Times, London, England, Feb- 
ruary 21, 1953. 


Israeli Loan Repayment 


A representative of the Israeli Treasury announced 
in February that on March 2 the Government would make 
a payment to the Export-Import Bank of $3,637,139 
on the principal and $1,999,277 of interest on two loans, 
totaling $135,000,000, received from the Bank. Interest 
payments have been made consistently over three years, 
and this is the third installment of principal repaid by 
Israel since the loans were made in 1949 and 1951. 
Source: Israel Office of Information, Israel Digest, New 

York, N. Y., February 27, 1953. 


Import Regulations in Jordan 

Jordan’s import regulations for 1953 require that 
imports of all merchandise be licensed. For the time 
being, licenses will be granted for importation through 
Beirut, but, as soon as the Aqaba port facilities are com- 
pleted, they will be granted only for importation through 
that port. Licenses for importation from Lebanon, 
Syria, and Iraq will be valid for three months. 
Source: Le Commerce du Levant, Beirut, Lebanon, 

February 28, 1953. 


U.K. Financial Aid to Jordan 

During the next two years, the United Kingdom will 
grant £750,000 to the Hashemite Kingdom of the Jordan 
to help balance its budget, and also an interest-free loan 
of £500,000 to help Jordan’s five-year economic develop- 


ment plan. 


Source: The Washington Post, Washington, D. C., 
March 10, 1953. 


Syria-Lebanon Economic Agreement 

The Governments of Syria and Lebanon have reached 
a new provisional economic agreement for the next six 
months, pending further negotiations aimed at full eco- 
nomic union (see also this News Survey, Vol. V, p. 248). 
The new agreement will replace the one signed on Feb- 
ruary 4, 1952 and which expired on March 7, 1953. It 
covers industrial and agricultural exchange, transit trade, 
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and the movement of individuals between the two coun- 
tries. While it is basically similar to the 1952 agree- 
ment (see this News Survey, Vol. IV, p. 256), it differs 
from the earlier agreement in the following respects: 
(1) It is a temporary agreement which cannot be ex- 
tended beyond the six-month period. (2) Lebanese in- 
dustrial products in List No. 3 will benefit by a 50 per 
cent reduction of normal tariffs, instead of 33 per cent. 
(3) Syrian import taxes on certain foods grown in 
Lebanon have been lifted, and new products have been 
added to the list of goods exempted from taxes or sub- 
ject to a reduced tariff. 

In the meanwhile, both countries, which are agreed on 
the principle of economic unity, will study the questions 
of currency unification and the method whereby joint 
economic legislation can be drawn up. 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 28, 1953. 


Far East 
India’s Budget 

The Indian Government’s budget for 1953-54 provides 
for revenue of Rs 4,393 million and an over-all deficit of 
Rs 1,400 million, taking account of a surplus on revenue 
account of Rs 4.5 million. The increase over the Rs 830 
million deficit for the current fiscal year (revised esti- 
mate) is accounted for mainly by increased capital out- 
lay, amounting to Rs 770 million, and loans to States, 
chiefly for development purposes, of Rs 131 million. The 
deficit will be financed largely by the sale of Treasury 
bills, from which Rs 1,100 million is expected. Economic 
conditions are considered as warranting a certain amount 
of deficit financing. Inflationary pressures have been 
brought under control, and during the past year there 
has been a marked improvement in the country’s eco- 
nomic conditions. The food situation is greatly im- 
proved, although imports continue and general controls 
are retained. Industrial output as a whole has increased. 
The increase has been especially high in textile produc- 
tion, and some decontrol of prices has been possible. 
The balance of payments deficit continues, although at a 
lower rate than last year. The level of general wholesale 
prices at the end of 1952 was 13 per cent below that at 
the end of 1951, and the index of raw material prices 
had declined by 25 per cent. Since September 1952, 
prices have been rather stable. Profits have declined as a 
result of the fall of prices, and there has been some urban 
unemployment. The price decline has also caused some 
unemployment in the tea industry. 

Certain changes in the tax structure have been an- 
nounced: An increase in the personal income tax exemp- 
tion and a decrease in the export duty on jute sacking 
(see this News Survey, Vol. V, p. 273) will be offset by 
an increase in postal fees and import duties on some semi- 
luxuries. 

In order to encourage industrial investment, the divi- 


dends which a firm receives from investment of its surplus 
funds in another company will be exempted from the 
corporation tax. The present disadvantage suffered by 
Indian subsidiaries of foreign concerns, which have to 
pay slightly larger taxes than foreign companies working 
through their own branches in India, will be removed. 
Source: The Times of India, Bombay, India, Febru- 
ary 28, 1953. 


Foreign Capital in India 

In order “to stimulate investment of foreign capital in 
desirable channels,” the Government of India has eased 
certain restrictions on the repatriation of capital to the 
dollar area and some European countries. No change 
has been made in existing regulations applying to the 
sterling area and to Norway, Sweden, and Denmark, 
since they are considered to be sufficiently liberal. The 
right to withdraw capital invested in government-approved 
projects after January 1, 1950 had not extended to any 
appreciation in the value of the investment. This reserva- 
tion is now withdrawn, and such capital, together with 
capital appreciation, may be repatriated at any time. 
This does not apply to shares purchased on the stock 
exchange, unless they are an integral part of a govern- 
ment-approved investment project. 

Since 1948 new foreign investment in India, exclud- 
ing investment in the form of goods or reinvestment of 
profits, has been about Rs 80.3 million (US$16.9 million 
at the present exchange rate), of which Rs 67.4 million 
came from the United Kingdom, Rs 787,000 from the 
United States, Rs 1.7 million from Canada, and Rs 4.6 
million from Switzerland. Total investment in mid-1948 
was Rs 5,964 million (market value), of which Rs 3,760 
million came from the United Kingdom, Rs 300 million 
from the United States, Rs 210 million from Pakistan, 
Rs 150 million from the British West Indies, Rs 100 mil- 
lion from Switzerland, and Rs 90 million from Canada. 
Source: The Times of India, Bombay, India, March 4, 

1953. 


Liberalization of Indian Import Policy 

Quotas for Indian imports of certain goods from soft 
currency countries during the first half of 1953 have 
been increased, with a view to increasing revenue from 
import duties and stimulating the standardization of the 
quality of similar goods produced in India. Token im- 
ports of some previously banned items are permitted. 
Categories affected include sanitary ware and earthen 
pipes, cotton and silk piece goods, shoes and various 
medicines, toilet goods, prepared foods, and luxury items. 
(See also this News Survey, Vol. V, p. 224.) 
Source: The Times of India, Bombay, India, March 4, 

1953. 


Ceylon Trade Financing 
The limit for the issue of Ceylon Treasury bills has 


been increased by Rs 100 million to enable the Govern- 
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ment to finance the rice-rubber trade agreement with 
China (see this News Survey, Vol. V, p. 215). 
Source: The Financial Times, London, England, Febru- 
ary 27, 1953. 


Japanese Government Budget 

On January 30, when a draft of the Japanese budget 
for the fiscal year April 1953-March 1954 was submitted 
to the Diet (see this News Survey, Vol. V, p. 240), 
the Finance Minister stated that the draft showed a 
sizable excess of disbursements, but that this had not 
been carried so far as to justify inflationary fears. The 
whole of the contemplated bond issues can be absorbed 
by commercial banks and the public. Although the 
domestic economy shows certain tendencies toward reces- 
sion, small businesses being particularly hard hit, it is 
not feasible for a single country to embark upon an easy 
policy of business revival. The balance of payments 
for the past year showed a surplus of more than $200 
million, much of which, however, was due to temporary 
receipts of foreign currencies from special procurements, 
etc. Redoubled efforts to expand normal trade are there- 
fore essential. 
Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 

February 2, 1953. 


Japan's 1952 Cotton Textile Exports 

Reports by Japan’s Ministry of Finance for the entire 
year 1952 show that cotton cloth exports, at 760.9 mil- 
lion square yards, were 30.5 per cent less than in 1951, 
and that cotton yarn exports, at 29.6 billion pounds, 
increased by 5.1 per cent. In value terms, exports of 
cotton cloth were 64.8 million yen, and of cotton yarn, 
10.2 million yen; these values were well below the 1951 
values. 

Cotton textile exports in 1952 by the principal export- 
ing countries are estimated by the Japanese Textile Asso- 
ciation as follows: 750 million square yards from the 
United States, 710 million square yards from the United 
Kingdom, and 600 million square yards from India. 
Source: Asahi Shimbun, Tokyo, Japan, January 17, 1953. 


Indonesian Budget 

The 1953 budget submitted to the Indonesian Parlia- 
ment on December 13, 1952 (see this News Survey, 
Vol. V, p. 210) contemplates a reduction of gross ex- 
penditures from Rp 17.6 billion in 1952 to Rp 13.2 bil- 
lion in 1953. It is intended to reduce the expenditures 
of the Ministry of Defense by Rp 1 billion, to Rp 2.8 bil- 
lion, and of the Ministry of Public Works by Rp 364 mil- 
lion, to Rp514 million. Gross revenues in 1953 are 
estimated at Rp 11.4 billion, compared with Rp 13.2 bil- 
lion in 1952; thus the deficit will be Rp 1.8 billion, or 
Rp 2.5 billion less than the 1952 deficit. 

The planned reduction in net expenditures is Rp 5 bil- 
lion (including Rp 1.2 billion on capital expenditure), 
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and in net revenues (including receipts of government 
enterprises), Rp 2.4 billion. The Minister of Finance, 
Dr. Sumitro, stated that the drastic economies planned 
for 1953 reflect the Government’s effort to keep in 
mind the conditions for economic stability—stability of 
the level of production and employment, stability of the 
general price level, and especially of the cost of living, 
and stability of foreign exchange rates. The maintenance 
of such stability, which is quite incompatible with out- 
lays and deficits on the 1952 scale, is a sine qua non if 
development is to be pursued at all. The term “economic 
or social requirements,” he stated, had been too lightly 
used in justification of government expenditure in the 
past, and the Government’s drive for economies still 
meets with social and technical limitations, conditioned 
by undue expansion in the past, both of the administrative 
organization and in reference to commitments for the 
purchase of capital goods. It is now necessary to make 
a fundamental choice between what must be implemented 
and what should be postponed or even abandoned for 
some time. The 1953 capital budget, however, is still a 
compromise between economic projects of an exclusively 
priority character and commitments made in the past. 
Hasty purchases of capital equipment frequently resulted 
in capital loss, because no account was taken of the 
organizational preparations and skills required to gener- 
ate capital expenditure into really productive results. 
In the view of the Minister of Finance, the problem 
of human investment will, for the next five years, have 
at least as much importance as the problem of capital 
investment. 


The balance of payments deficit in 1952 had to some 
extent relieved inflationary pressures. Reserves of gold 
and foreign exchange, which had risen from Rp 2.4 bil- 
lion at the beginning of 1950 to Rp 6 billion at the begin- 
ning of 1952, had fallen to Rp 4 billion by the end of the 
year. It is estimated that a balance of about Rp 1 billion 
should be left with the commercial banks as working 
capital for the financing of imports, while a minimum 
amount of Rp 750 million should be kept as a “cushion” 
to meet temporary fluctuations in the balance of pay- 
ments. While insisting upon the necessarily hypothetical 
nature of the calculation, the Minister of Finance also 
attempted to show how the remainder, Rp 2,250 million, 
might be allocated over 1953 and subsequent years so as 
to serve as compensatory elements against domestic mone- 
tary effects in those years. With a budget deficit of 
Rp 1.8 billion estimated for 1953, a deficit in the balance 
of payments may be allowed, up to a maximum of 
Rp 1,300 million. Of the remaining Rp 950 million of 
gold and foreign exchange, Rp 600 million should be 
allocated as offsetting the effects of a maximum deficit 
on the balance of payments for 1954, leaving Rp 350 mil- 
lion as the maximum allowable deficit in 1955. These 
figures set the limits within which the Government must 
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aim at reducing its budgetary deficits in these years. 
The 1952 deficit was financed entirely by borrowing 
from the Central Bank. It is intended to consolidate the 
Government’s short-term debt to the Central Bank into a 
long-term debt. 
Source: Ekonomi dan Keuangan Indonesia, Djakarta, 
Indonesia, January 1953. 


Philippine National Budget 

A national budget for the fiscal year 1953-54, sub- 
mitted by President Quirino to the Philippine Congress, 
estimates total receipts at P 560.5 million and expendi- 
tures at P 560.4 million. The proposed budget, it was 
explained, anticipated congressional extension of expir- 
ing tax measures. The extension of the 17 per cent ex- 
change tax was especially urged, to avoid a drop of P 40 
million in government revenue. The estimated expendi- 
tures include provision for 3,400 additional school classes 
and salary adjustments for teachers, the expenses for 
the presidential elections in November 1953, and an 
adjustment of Army pay. - 


Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., February 20, 
1953. 


United States and Canada 


U.S. Credit and Monetary Review for 1952 

Bank credit in the United States expanded substantially 
in 1952, with the increase in the last quarter accounting 
for almost 60 per cent of the year’s total increase of 
$9 billion. Although the rise in the second half of the 
year was partly seasonal, it also resulted from strong 
demands from consumers, business, and the federal Gov- 
ernment. Controls over consumer credit were suspended 
in May, and by the end of the year loans to consumers 
had risen by more than $2 billion. The expansion of 
business activity which began in the spring was accentu- 
ated after the settlement of the steel strike in July and 
spread to various lines of business. While business loans 
had declined by $0.6 billion in the first half, this was 
more than offset by a $2.6 billion rise in the second half. 
Federal deficit operations began in July, and commercial 
bank holdings of government securities rose by $1.7 bil- 
lion during the year. 

The reserve positions of banks were under pressure 
throughout the year as a result of the monetary expan- 
sion. The $1.2 billion expansion of currency in circula- 
tion tended to reduce bank reserves by an equal amount, 
but the $6 billion expansion of deposits at member banks 
increased the level of required reserves by about $850 
million. To an increasing extent, reserve requirements 
were met through borrowing by member banks from 
Federal Reserve Banks and through temporary purchases 
of securities by the Federal Reserve from dealers under 
repurchase contracts. Over the year the increase in 
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Reserve Bank credit amounted to nearly $2 billion. Addi- 

tional reserves of about $500 million were provided by 

a gold inflow early in the year. As payments positions 

improved late in the year, however, foreign countries 

began to acquire gold from the United States. 

Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., February 1953. 


Canadian Investment Outlook 
Canadian private and public investment in new con- 
struction and equipment in 1953 is expected to reach 

Can$5.4 billion, or 23 per cent of the gross national 

product, against Can$5.1 billion in 1952. This represents 

an increase of 3 per cent in real terms, and compares 
with increases of 9 and 8 per cent in the two preceding 
years. Investments in defense installations and in manu- 
facturing industry as a whole are likely to fall, but in 
such industries as transportation equipment, nonferrous 
metals, and oil refining, it will increase. Outlays in the 
mining industry are scheduled to rise by 18 per cent. 

Housing expenditure is expected to rise by 15 per cent, 

and new investment in the trade and service industries 

by more than 33 per cent. 

Sources: Department of Trade and Commerce, Press Re- 
lease, Ottawa, Canada, February 26, 1953; The 
Financial Post, Toronto, Canada, March 7, 
1953. 


Latin America 


Brazil-U.S. Mutual Tariff Reductions 

The tariff concessions negotiated between the United 
States and Brazil at the International Tariff Conference 
at Torquay, England during the winter of 1950-51 are to 
be put into effect on April 21, 1953, as a result of the 
final signing of the agreement by Brazil in February. 
The agreement will result in a lowering of U.S. tariff 
duties on imports of copaiba, balsam, tarana, pine, ply- 
wood, and tucum nuts. It is estimated that the lowered 
duties will affect some $100,000 worth of Brazilian 
exports to the United States. 

Brazil, in turn, has agreed to lower duties on U.S. 
shipments of electric motors, dynamos, alternators, and 
closely related electrical equipment. Brazil further 
agreed not to raise present duties on wrapper leaf tobacco. 
Source: The Journal of Commerce, New York, N. Y., 

March 10, 1953. 


Exchange Regulations for Chilean Exports 

A new list of exchange rates for Chilean export and 
re-export trade, which became effective February 16 
and will be applicable during the rest of the current 
year, has been published in the Diario Oficial. Agricul- 
tural products and minor Chilean exports are placed 
under two basic and four mixing rates; in 1952 there 
were three basic and three. mixing rates. 
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The rate of 60 pesos per US$1 applies to exports of 
hides and skins, llama wool, lumber, etc. The products 
of medium-sized and small mines, the majority of indus- 
trial products, and exports of wine are to be traded at 
the free banking rate which is now 110 pesos per US$1. 
Four mixing rates result from the purchase in different 
proportions of foreign exchange proceeds from some ex- 
ports at the 60 peso and 110 peso rates. If it is assumed 
that the free banking rate remains at its present level of 
110 pesos per US$1, these mixing rates would be as 
follows: 70 pesos, exports of beans; 77.5 pesos, exports 
of wool, except Merino wool; 85 pesos, exports of algae; 
and 110 pesos, exports of lentils. Twenty per cent of 
re-exports are to be effected at the rate of 31 pesos per 
US$1, and the balance at the same rate at which imports 
were effected. 

As a whole, the new rate structure applicable to ex- 
ports, except products of large mines, may be somewhat 
higher than during the previous year because of the 
lower level of the free banking rate and of the shift of 
some mixing proportions. 

Source: Diario Oficial, Santiago, Chile, February 26, 
1953. 


Uruguay-Paraguay Payments Agreement 

A payments agreement between the Uruguayan and 
the Paraguayan Governments provides that trade between 
the two countries will be settled in U.S. dollars through 
centralized clearing accounts of the Bank of the Republic 
of Uruguay with the Paraguayan Central Bank. Pro- 
vision is made for a reciprocal credit of up to US$ mil- 
lion, but at the end of each calendar year the creditor 
country may request the debtor country to cover the 
outstanding balance in U.S. dollars, other currency ac- 
ceptable to the creditor country, or gold. 

The agreement will become effective upon its ratifica- 
tion by the two Governments, will remain in force for 
four years, and will be renewed automatically thereafter 
for yearly periods unless either party serves advance 
notice of cancellation. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, February 7, 1953. 


Other Countries 


Increase in Australian Tariffs 

Steep rises in Australian customs tariffs, recommended 
by the Tariff Board, have been made on certain types of 
imported textiles and internal combustion engines. The 
new rates will raise the prices of imported items to the 
level of domestically produced goods. 

The British preferential tariff on the textiles affected 
has been increased from 12% per cent ad valorem to 
30 per cent, less 244d per square yard. Duties on canvas 
and duck piece goods, not waterproofed, containing flax, 
or a mixture of fibres in which flax predominates, have 


been increased as follows: the British preferential tariff 
from 5 per cent to 2744 per cent; the intermediate tariff 
from 224 per cent to 45 per cent; the general tariff from 
22% per cent to 55 per cent. 

Internal combustion engines affected are marine en- 
gines up to 49 horsepower and other types up to 60 horse- 
power. The British preferential tariff has been increased 
from 12% per cent to 25 per cent; the intermediate tariff 
from 30 per cent to 424% per cent; and the general tariff 
from 40 per cent to 52 per cent. 

Source: The Financial Times, London, England, March 6, 
1953. 


Belgian Congo Exports in 1952 

The value of total exports of the Belgian Congo and 
Ruanda-Urundi in 1952 amounted to Bfr 20,085 million, 
against Bfr 19,877 million in 1951. The value of copper, 
the main export item, increased by 29 per cent, from 
Bfr 4,750 million to Bfr 6,160 million, while the volume 
rose by 11 per cent. Cobaltiferous products increased 
by 52 per cent, from Bfr 994 million to Bfr 1,515 million. 
An increase of 35 per cent was recorded in the value of 
diamond exports, for the most part industrial diamonds; 
the increase was due mainly to a price increase, since the 
volume expanded by only 11 per cent. Exports of cotton 
rose almost 4 per cent. 

The most important declines were in vegetable oil 
exports. Palm oil exports declined by 39 per cent—from 
Bfr 2,361 million in 1951 to Bfr 1,434 million in 1952— 
because of a sharp decline in prices; the volume increased 
by 12 per cent. Coffee exports declined by about 5 per 
cent, rubber exports by 13 per cent, and gold exports 
by 4 per cent. 

Sources: Agence Economique et Financiére, Brussels, 


Belgium, February 19, 20, and 21, 1953. 


Corrigendum 

Volume V, No. 34, March 6, 1953, p. 273, item “Prices 
and Exchange Rates in Israel”: The next to last sentence 
should read, “The present official rates are I£1 — £1, 
I£2 = £1, I£2.80 — £1.” 
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